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Financial highlights 


Income from Operations 
Income Taxes 


Common Stock: 

Net Income after Preferred Dividends Paid 

Earnings per Share: 

BetOne EXtraOrainial WoteMS ns Fc aa oe pees oe PTE 
PCM LAOKOIALY WECIN GS ois dee nese eck es Fo kk —=> 
Dividends Paid: 

Preferred 

Common 

Working Capital 

Ratio of Current Assets to Current Liabilities 
Expenditures for Plant Additions 

Provision for Depreciation 

Shareholders’ Equity: 

Preferred 

Common 

Outstanding Shares at August 31: 

Preferred 

Common 

Number of Shareholders at August 31: 
Preferred 


$60,449,568 
3,745 
25,000 
(21,255) 
267,355 
246,100 


125,000 


(.63) 
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121,100 
179,776 
17,399,647 
2.63:1 
1,166,859 
674,361 


1,730,000 
14,842,697 


17,300 
224,720 
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331 
1,410 
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1,938,626 
930,000 
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121,100 
179,776 
17,523,327 
3.36:1 
764,567 
590,435 


1,730,000 
14,897,473 


17,300 
224,720 


323 
349 
1,318 


The Sherwin-Williams Company of Canada Limited 


Directors 


W. Edgar Bronstetter, Q.C. 
John K. Brown 

Richard G. Bull 

John N. Cole 

Ronald F. Curley 

C. Alex Duff 

Alexander M. Hector 
George J. Leonidas 
Robert G. Prenovost 
Charles E. Reckitt 


Officers 


Ronald F. Curley 

Chairman 

Alexander M. Hector 

President and Managing Director 

Robert G. Prenovost 

Executive Vice-President 

Charles E. Reckitt 

Vice-President and Secretary- Treasurer 
John K. Brown 

Vice-President and Director of Marketing 


Head Office 
2875 Centre Street, Montreal H3K 1K4, Canada 


Manufacturers of 


Paints, Varnishes and Enamels for buildings, 
for industry, for automobiles, and for marine uses 


The E. Harris Company range of 
Graphic Arts products 


Super Kem-Tone, Kem-Glo, Kem-Glo Velvet, 
Kem-Namel, Kem Hi-Gloss and Kem-1-Coat Premium 
House Paints, the world’s largest selling paints for home owners 


To the Shareholders: 


Presented herewith on behalf of the Board 
of Directors are the Balance Sheet and the 
related Statement of Income, Statements of 
Retained Earnings, Capital Surplus and 
Changes in the Financial Position for the year 
ended August 31, 1976. 

=... 


Profit after provision for income tax 
amounted to $246,100. This included a profit 
of $267,355 on the sale of assets. 


Excluding the sale of assets the after tax 
loss On operations was $21,255 compared toa 
profit of $1,008,626 the previous year. 


The twelve months of our fiscal year ended 
August 31, 1976 were the most difficult that 
we have faced for many years. Net sales for 
the year rose to a new high of $60,449,568 — 
an increase of $4,478,213 over the previous 
year. The gain was, however, insufficient to 
recover rapidly rising costs. 


We are confident this sharp earnings drop 
does not indicate any damage to our ‘market 
position. In fact, during the year we improved 
our sales position in the key consumer 
products market. We also enjoyed similar 
success in the Automotive finishes and 
Chemical coatings markets. Our analysis of 
the Company’ S position at this time indicates 
that belief in an early return to more satis- 
factory results is warranted. 


The E. Harris Company improved sales to 
the Graphic Arts market and contributed 
improved profits to the Organization. 


; Sales of building hardware through the 
Winnipeg Paint & Glass Company were 
depressed for the whole year. 


la 12.5% increase in selling, general and 
administrative expenses. Salaries and wages 
contributed largely to this position but signifi- 
cant expense increases were also recorded 
inrents, insurance, travelling costs, telephone 
and other operating expenses. 


| During the year the Company experienced 
| 


In spite of the operating difficulties expe- 
rienced during the year, we continued to 
improve our marketing thrust through Com- 
pany owned stores. During the year several 
uneconomic stores were closed, others were 
consolidated into larger units carrying a 
broader range of decorating products and 
renovations were carried out in a number of 
locations. At_the end of the year we were 
‘operating 121 stores which included 4 of the the 
arge commercial type installations 


_ ne 
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Capital expenditure during the year 
amounted to $1,166,859 compared to 
$764,567 in 1975. For the next several years 
capital expenditures are planned to con- | 
tinue at this relatively high level as we con- 
tinue our Stores development. 


During the year the Company disposed of 
its investment in The Carter White Lead Com- 
pany of Canada Limited. White Lead is no 
longer significant in the manufacture of 
paint products. 


1977 promises to be just as challenging as 
the year under review. Economic improve- 
ment in Canada is likely to be modest and 
relatively high rates of inflation will continue 
to be with us. Despite these difficulties we will 
pursue strategies designed to increase prof- 
its and improve the penetration of our prin- 
cipal markets. 


Following the resignation of Mr. Walter O. 
Spencer from the Board of Directors we were 
fortunate that Mr. Richard Bull, Senior Vice- 
President Marketing, The Sherwin-Williams 
Company, Cleveland, Ohio agreed to accept 
an appointment as a director filling the 
vacancy on the Board. 


The staff of our Company worked with 
great dedication during the year and we 
extend to them our sincere thanks and 
appreciation. 


1 Cz 
fA. hn Oleala 


President and Managing Director 


Montreal, Quebec 
October 14, 1976. 


The Sherwin-Williams Company of Canada Limited 


Balance Sheet August 31 


Assets 


CURRENT ASSETS 


Inventories: 
Finished merenandises. <.. 2 =. sa. ue ete ee 
Work in process, raw materials and supplies............... 


PrepaldsexOenSeS oy. sco... coteet .s.. eG ha hoe eee ee 


TotaluCwtrenmtASSets = 22 ae fee eee ee 


INVESTMENT AND OTHER ASSETS 
InVvestinenilien oy .2.<- ere ern EA ee 8 oe 
Miscellaneous receivables and advances.................... 


PROPERTY, PLANT AND EQUIPMENT 


BL CUNG Sc... as Oh Meo: ec a eres MIU daira tno Ace cee ae 
Machinery anc COUsDIIOML. 7. gcse. aan Skee ee eee ee 


Less allowances for depteciationns 9.7). 45n4..... eer 


See notes to financial statements. 


1976 


$ 88,555 
D7 7,611 
252,366 
975,476 


13,891 ,853 
2,939,352 


16,831,205 
PIO. O47 


28,081 ,360 


ZOOL T 
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493,735 
5,477,800 
10,456,814 


16,428,349 
11,061,203 


$33,704,083 


OTS 


$e 181f755 
8,867,563 
253,352 


12,564,662 
2,634,573 
15,199 235 
538,661 


24,940,566 


422,279 
80,869 


503,148 


613,897 
5,816,610 
10,217,843 


16,648,350 
15528, 267 


5,120,083 


$30,563,797 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES 

BamreinuemloOneSo mat ens seins find dus subs Whe Sos ov 
iaGeracCOUMIS DAVADIC S29 0e. Wi wl. oa. hee os hey ce Baie eas 
Compensauonand amounts withheld... <...c.2c.4.0cnec ese. 
[OMENS Pel gte Moleetes tee tc(e (0 i2\ S00. ia i ea re 
Dividends payable on preferred shares. ........... eeu ewes aus. 
axes ROUMCL INGIVIHICOME tAXCS (cock cnc ce dw oe he Mine ee ved tee 
Income taxes 


TO GUE elo. 5. 5 ee Sen eee ene ee 


NOTE PAYABLE TO BANK, due February 1980, 
with interest at 1% above prime rate—Note2............. 


UNFUNDED PENSION COSTS REDUCED TO 
Eig Omet rx IB Aol == NOLE Sy. oe oe wok eget a ee ays 


Deen mew INCOME TANMES )21k.ce%. deacon eyed ade Beg ular 
SHAREHOLDERS’ EQUITY 


Capital Stock: 
Preferred, 7% cumulative, par value $100 per share: 
Authorized — 40,000 shares 
Outstanding —17,S0O'SNares. 9. 82.5. 63 aes ee eiee ee ee 
Common, no par value: 
Authorized — 225,000 shares 
Outstanding 224,720 Snares: 26 ae ea saa dedidn ads cae: 
Pelanaed Cannings. ok. nd calmed seats 24 Ro EEC KO Be AE 
tes OS ee net. Ame. 4 aver ke Loe aa plea kaheae Ps 3 
OME PCOTCSUINENE Simcoe Pad nag RN RM Davee Phe ae a meena ed k wine 


APPROVED ON BEHALF OF THE BOARD: 
C. A. Duff, Director 
J. K. Brown, Director 


1976 


$ 2,289,424 
6,469,354 
1,021 ,364 

1925539 
30,275 
678,757 


10,681,713 
5,000,000 


698,873 


750,800 


1,730,000 


224,720 
12:887,07¢ 
1,534,850 
195,150 


16,5 72:697 


$33,704,083 


ge Fas) 


Oro 71 
4,979,316 
885,550 
106,876 
30;275 
SID,17e 


FA1 4,289 


5,000,000 


845,285 


673,800 


1,730,000 


224,720 
12,942,753 
1,534,850 
195,150 


16,627,473 


$30,563,797 


The Sherwin-Williams Company of Canada Limited 


Statement of Income year ended August 31 


Costs and expenses (including depreciation of $674,361 in 


1976 and $590,435 in 1975): 


Cost Of PROCUCIS: SOld 04 04 .c4nt Ce ee Pee ee 
Selling, general and administrative expenses............ 


Interest (including $550,616 in 1976 and 
$253,527 in 1975 on long-term debts) 


Income before income taxes and extraordinary items......... 


Income taxes: 
Current (credit arising from carry back of loss) 
Deferred. 


(Loss) income before extraordinary items 


Extraordinary Items: 
Gain on disposal of a plant and land 
net of income taxes of $75,000 


INSU UGUSROl Aileen Men ere ene chee eee A ee oe en ae es 


Earnings per common share 
(Loss) income before extraordinary items. . 
Extraordinary items 


Net income for the year 


See notes to financial statements. 


1976 


$60,449,568 
34,296 


60,483,864 


38/558,927 
20,8757 te 


1,045,480 


60,480,119 


3,745 


$ 246,100 


1975 


00,97 1,300 
35,103 


56,006,458 


34,650,465 
18,548,189 


869,178 


54,067,832 


1,938,626 


812,000 
118,000 


930,000 


1,008,626 


Statements of Retained Earnings, Capital 
Surplus and Contributed Surplus year ended 


August 31 


RETAINED EARNINGS 


Balance at beginning of year 
Net income for the year 


Deduct: 
Dividends on preferred shares 
Dividends on common shares 


Balance at end of year 


CAPITAL SURPLUS 


Balance at beginning and at end of year 


CONTRIBUTED SURPLUS 
Balance at beginning and at end of year 


See notes to financial statements. 


1976 


179,776 


300,876 


12,687,977 
> 1,534,850 


2» 195,150 


eres 


$12,235,003 
1,008,626 


13,243,629 


121,100 
179,776 


300,876 


$12,942,753 


S 1,534,850 
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The Sherwin-Williams Company of Canada Limited 


Statement of Changes in Financial Position 
year ended August 31 


SOURCE OF FUNDS 


From operations: 

(Loss) income before extraordinary items 

Equity in net income and gain on disposal (in 1976) 
of investment in an associated company 

Provision for depreciation 


Loss: on disposal of property and equipment.......2.7.5.225- 


Deferred income tax 


Extraordinary items net of income taxes 


Total from Operations 


Bank loan 

Proceeds from disposal of: 

Property and. equipment less net gain 
included in extraordinary items 

Investment in an associated company 


APPLICATION OF FUNDS 


Additions to property, plant and equipment.................. 


Dividends paid 


Payment on account of past-service pension................ 


Increase in miscellaneous receivables and advances 
(Decrease) increase in working capital 


CHANGES IN WORKING CAPITAL — 
INCREASE (DECREASE) 


Cashrandibanktindebtedmessneses isan ntr en inane ita ene 


Trade accounts receivable 
Inventories 

Trade accounts payable 
Interest and other accruals 


See notes to financial statements. 


$( 21,255) 


(27,720) 

674,361 
3,734 

245,000 


874,120 


267,355 
1,141,475 


241,700 
450,000 


> 1,833,175 


$ 1,166,859 
300,876 
314,412 
174,708 

( 123,680) 


$ 1,833,175 


$(1,607,353) 
310,248 
1,631,970 

(1,490,038) 

(525,057) 
1,340,250 
216,300 


$ (123,680) 


$1,008,626 


(30,261 ) 
590,435 

2,963 
118,000 


1,689,763 


1,689,763 


5,000,000 


10,807 


$6,700,570 


$ 764,567 
300,876 
233,968 

14,577 
5,386,582 


$6,700,570 


$4,191,908 
(721,747) 
687,323 
790,496 
447,503 
20,878 
(29,779) 


$5,386,582 


Notes to Financial Statements 
August 31, 1976 


NOTE 1— SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Inventories: 

Inventories are stated at lower of cost (average or first-in, first-out method) and net realizable 
value for finished merchandise and replacement cost for other inventories. 

Property, Plant and Equipment: 

Property, plant and equipment is stated on the basis of cost. Provisions for depreciation are based 
On annual rates calculated to amortize the cost of depreciable assets over their estimated useful 
lives. 

The provision for depreciation on certain buildings is on the straight-line method at the rate of 
2%2% and on the declining-balance method on other buildings at the rate of 5%. 

Provision for machinery and equipment is computed principally on the declining-balance method 
atrates of 10%, 20% or 30%, and on certain machinery and equipment on the straight-line method 
at the rate of 10%. 

Leasehold improvements are amortized on the straight-line method over the life of the lease or 
five years, whichever is less. 

Deferred Taxes: 

The Company has recognized the deferred income tax liabilities and benefits resulting from timing 
differences between financial and tax accounting, relating principally to depreciation and pension 
costs. 


Research and Development: 
Research and development costs are charged to operations as incurred. 


NOTE 2— NOTE PAYABLE TO BANK 


The loan agreement contains certain restrictions with respect to the substantial sale or lease of 
assets, the creation of additional indebtedness, and the maintenance of working capital and net 
assets. 


NOTE 3— PENSION OBLIGATIONS 

The amount of obligations for pension benefits arising from service prior to the date of the financial 
statements remaining to be charged against operations is approximately $804,000 (at August 31, 
1975 — $1,025,000) which will be charged to operations during the working lives of the employees 
concerned. 


NOTE 4— SEGMENTATION OF REVENUES 


The Company considers its classes of business, each of which contributes 10% or more of the 
total gross revenue of the Company, to be (i) manufacture and sale of paints and varnishes which 
constituted 76% (1975 — 74%) and (ii) retail sale of decorative materials and supplies which con- 
stituted 23% (1975 — 25%) of total revenues. 


Notes to Financial Statements August 31, 1976 (conta) 


NOTE 5—LEASES 
The future minimum rental commitments as of August 31, 1976 for all leases are as follows: 


Building 
Total Space Equipment 
VOTT ... obec e Seas Ae eee $ 1,481,000 $1,349,000 $132,000 
T97B. Sosa. t cP hens Fee a ee 1,307,000 1,175,000 132,000 
T9790 oc Fcdons sens 5:0 See eee 1,124,000 992,000 132,000 
1TOBO Car g PE is oy ee i ee 950,000 818,000 132,000 
VOST 2 te at RG as ss eee 699,000 631 ,000 68,000 
1982-86)... 5... isos steals oe ee ee 2,030,000 2,030,000 — 
POS LAO 29 Pe st icace es sae ae ig ee ae 1,169,000 1,169,000 — 
1902-96 oe eh hed A a ee 308,000 308,000 os 
1O97-ON. 20s 2A eta ir ee eee 988,000 988,000 — 
$10,056,000 $9,460,000 $596,000 


NOTE 6 — ANTI-INFLATION ACT 

The Company is subject to the Anti-Inflation Act and Regulations and consequently its ability 
to increase prices, profit margins, compensation and dividends subsequent to October 14, 1975 
is restricted. 


STATUTORY INFORMATION 1976 1975 
Number Amount Number Amount 

Remuneration of Directors and Officers 

DitectOrss... ak ke to ee eee ee eee 10 $ 8,740 10 $ 6,925 

OMICCTSS .. 5st aolers denser apt cee 6 295,070 6 230,648 

Officers whorareralSonDireCliorSs eae eee 5 5 


Accountants’ Report 


To the Shareholders, 
The Sherwin-Williams Company of Canada Limited, 
(A public company incorporated under the laws of Canada). 


We have examined the balance sheet of The Sherwin-Williams Company of Canada Limited 
as at August 31, 1976, and the related statements of income, retained earnings, capital surplus, 
contributed surplus and of changes in financial position for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. We previously 
made a similar examination of the financial statements for the preceding year. 


In our opinion, these financial statements present fairly the financial position of The Sherwin- 
Williams Company of Canada Limited at August 31, 1976, and the results of its operations and the 
changes in its financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


ET yy ee 


September 24, 1976. Chartered Accountants 
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